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Directors’ Report 
to the Shareholders 


Two important developments undertaken since the date of the last annual report of your 
Company emphasize the outstanding position which United Oils, Limited has developed in 
the petroleum industry in Western Canada. 

1. The Company increased its production up to a daily rate of 2,000 barrels upon the com- 
pletion of the drilling programme on proven oil properties. iz | 

2. The consolidation of the controlling position in Federated Petroleums, Ltd. and Home Oil 


Company Limited was effected by the amalgamation of those two companies, 


Exploration and Proven Oil Purchases 


On June 14th, 1955, United purchased a 320 acre lease in the Pembina oil field upon which 
four successful wells have been completed. On November 1st, 1955, the Company aquired a 
3334,°% interest in 2,726 acres representing 34 well sites and on January 17th, 1956, a pur- 
chase of a 30% interest and a further 24 well sites was completed. A total of 58 wells have 
been completed to date under a joint drilling programme with Home Oil Company Limited. 
On May 24th, 1956, the Company purchased a 46% interest in the following parcels; a 160 
acre tract in the Pembina oil field, a 160 acre tract in the Bonnie Glen oil field and a 320 acre 


tract in the Sundre oil field. Development drilling on this acreage has commenced. 


General Developments 


The purchase of proven oil properties has been arranged by production loans against specif- 
ic properties. The company intends to build its crude oil and natural gas reserves by such pur- 
chases and to continue the examination of selected areas both in Canada and the United States 


for exploration possibilities. 


The position of Madison Oils, Inc, wholly owned United States subsidiary did not materially 


change during the year 1955. 


Your directors look upon the year 1956 as a period of continued expansion in the Western 
Canadian Petroleum industry. The marketing of natural gas into the Pacific Northwest will 
be commenced and construction started on the Trans Canada line to Eastern Canada. The 
markets for Western Canadian crude oil will continue to expand. Tanker deliveries are now 
being made on an irregular basis from the Vancouver terminal of Trans Mountain Pipeline 
Company to refiners in California. Plans for the future construction of new refineries 
in the Seattle area in the State of Washington have also been announced. The Interprovincial 
Pipeline which transports crude oil to markets in Northern Michigan, Minnesota and Eastern 


Canada, is being extended to the Toronto area of Ontario. 


A. plan for the assisted primary recovery and secondary recovery in the Pembina oil field 
developed by James A. Lewis, Reservoir Engineering Consultant of Dallas, Texas, has been ap- 
proved by operators and offers an outstanding possibility for increased recoveries from your 


Company’s holdings in that field. 


The proven developed and undeveloped natural gas liquid reserves held by United Oils in 
the Nevis field will be connected to processing plants presently under construction and the 
sale of both natural gas and liquids will commence late in 1956 or early 1957 adding in- 


creased revenues to the Company. 


Contracts have been signed with Trans-Canada Pipe Lines Limited which will call for the 
sale of 90,000,000 cubic feet of gas per day from the Nevis field and owners are negotiating 


an agreement to effect the unitization of the presently outlined area of the field. 


By Order of the Board of Directors, 
R. A. BROWN, JR., 


President. 
July 7, 1956 


UNITED OILS, LIMITED 


AUDITORS’ REPORT 


TO THE SHAREHOLDERS 


We have examined the books and accounts of United 

~ Oils, Limited and subsidiary company for the year ended 
December 31, 1955. Our examination was made in accord- 
ance with generally accepted auditing standards and ac- 
cordingly included such tests of the accounting records and 


such other auditing procedures as we considered necessary 
in the circumstances. 


We have obtained all the information and explana- 
tions we have required and, in our opinion, the accompany- 
ing consolidated balance sheet and the related statement of 
consolidated income (loss) and deficit are properly drawn 
up so as to exhibit a true and correct view of the state of the 
companies’ aifairs as at December 31, 1955 and the results 
of their operations for the year then ended, according to 
the best of our information and the explanations given to us 
and as shown by the books of the companies. 


RIDDELL, STEAD, GRAHAM & HUTCHISON 


Chartered Accountants. 


Calgary, Alberta 
March 16, 1956 
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Consolidated Balance She 


CURRENT ASSETS 

A Geounts TECelVaDlOls Seana 5 Sa ke ee ee Le ere . $ 40,268 
INVESTMENT IN CAPITAL STOCK OF 

HOME OIL COMPANY LIMITED, at cost 

($16,506;Class -B-shares) 7a hee Se ee ee . 6,360,256 


PROPERTY AND EQUIPMENT, at cost 
Lands, leaseholds, rights and 


development thereon ~ 
Producing ema 2) idee diene at a Wad Ales 45) 
Less—Accumulated 
Geplehion*s cements meme Ret eee 55,023 $2,066,823 
Non-producing 7 CNote 1) ae eee 1,587,399 
IPYOdUCTIONS CUI DIMEN tesa eee ee S 16298 
Less—Accumulated depreciation _______ 11,687 149,606 3,803,828 
OTHER ASSETS 4,265 


$10,208,617 


The accompanying notes to financial state 


5, LIMITED 


bmpanies Act of Canada) 


tY COMPANY 


|as at December 31, 1955 


PACE Viel LE: Ss 


CURRENT LIABILITIES 


Due toebank-——overdralt: 0-2 a2 224 S22 08o ee $ 66,095 
——demand: loan (secured): £2. 2222.02 U,0lijl Low ¥O-1,943,810 
Dies oratiliatedieompanies — 2-2 > (shes Fok ee ae 392.474 
> 8,336,284 
CAPITAL STOCK AND DEFICIT 
Capital stock (Note 2) 
Authorized— 
10,000,000 shares of no par value 
Issued and fully paid— 
61200 BOOT shares == 28 se ne So ee ae $3,332,009 
IDenicit——starementsattacned #522. 8. ee 1,460,226 1,872,333 
Approved on behalf of the Board 
J. A. SCRYMGEOUR 
Director 
W. H. ATKINSON 
Director 
: $10,208,617 


nts are an integral part of this balance sheet. 
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UNITED OILS, LIMITED 


AND SUBSIDIARY COMPANY 


Statement of Consolidated Income (Loss) and Deficit 
for the year ended December 31, 1955 


INCOME 
Sale of oil ¢production === 2- = 2- = eeee $ 128,955 
Other::income > 5-28-53 ee ee ee eee 11,236 
$ 140,191 
EXPENSE 
Well soperatings expensS@r ie eee ee > 6,157. 
General and administrative expense 
(including executive remuneration $6,000) ________ 38,403 
Non-producing property expense ___.______ es x 13,346 
Surrendered leases and write-down of 
royalty Hinterests. oe eee ee eee eee 197,354 
Depletion ol producing Properties. =e eo eee eee 538,885 
Depreciation of. equipment a2 es. sy ee ee ee ee 10,758 
Interest expense. cecilia 2-5 en ee eee ee eee 251,455 571,358 
Loss forthe: year = = == ee eee $ 431,167 
Deficit-as-at- January, y= 1950s eee 1,029,059 
DEFICIT as.at- December:3) L950 35 seaeeee  e eees $1,460,226 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1955 


(1) Included in non-producing properties in the accompanying consolid- 
ated balance sheet are overriding royalties received in exchange for 
properties. Due to the difficulty of evaluation, these royalty interests 
have been written down to the nominal value of $1.00. 


(2) By supplementary letters patent dated August 26, 1955 the company’s 
authorized capital stock was increased from 7,000,000 shares of no par 
value to 10,000,000 shares of no par value. 


Amalgamation Home Oil Company Limited 
And Federated Petroleums, Ltd. 


In December, at special meetings of Home Oil Company Limited and Federated Petroleums, 
Ltd. the shareholders of both Companies approved an offer by Home to purchase the as- 
sets of Federated. In addition, the Home shareholders also approved the change in the capitali- 
zation of their Company. 


As the principal stockholder of Federated Petroleums, Ltd. and Home Oil Company Limited, 
the directors of your Company agreed after careful consideration that if the holders of 
shares of Home and Federated, other than United, elected to take more than a million Class A 
non-voting shares that United would vote its shares in favour of the amalgamation. At the 
special shareholder meetings of Home and Federated held in Calgary on December 6th, the 
shareholders approved by more than a 97% majority the necessary resolution giving ef- 
fect to the amalgamation of the two Companies. 


The capitalization of Home Oil Company Limited is now as follows: 


Class of Securities Authorized Outstanding 
Class A Shares 4,343,873 1,500,000 
Class B Shares 3,000,127 Z,oUacol 


United Oils, Limited now owns 816,506 Class B shares of Home Oil Company Limited repre- 
senting 35.6% of the outstanding Class B shares. In addition to these voting shares held by 
United Oils, subsidiaries of Home own a total of 299,506 Class B shares. It is intended to 
proceed with the liquidation of these subsidiaries in which case United’s control increases te 
AOD 


Home Oil Company Limited 


Reference is made to the financial section of this report showing the increase in value in 
the Company’s investment in Home Oil Company Limited. Because of the importance of the 
operations of Home Oil to United, a summary of the developments in that Company are in- 
cluded for the general information of the shareholders. 


The year 1955 was one of unqualified success for Home Oil Company in both the explora- 
tion and development fields. The Company at this date is Canada’s leading independent pro- 
ducer of crude oil with a daily rate of production of 10,000 barrels. 


Home participated in the discovery of two Mississippian oil fields during the past year. The 
major crude discovery in Alberta in 1955 was in the Sundre-Westward Ho-Harmattan areas 
with Home’s participation being made at Westward Ho and Harmattan. The results of drill- 
ing to date in this field, indicate the presence of a prolific Madison limestone oil reservoir 
associated with a large and extensive gas cap. On July 1, 1956, there were 13 oil wells pro- 
ducing in this new field in 9 of which Home has 177.5% interest. There are 4 
rigs drilling development wells and in addition Home is drilling two exploratory wells, one 
approxmately two miles north of present production in the Harmattan field and another over 
two and one-half miles south of production. These wells are being drilled in an attempt to ex- 
tend the presently known limits of the field which is at present nearly two an one-half miles 


in length, 


The Harmattan field lies in the central portion of a 73,474 acre spread of freehold and Crown 
leases held by Home and associates. The ‘Sundre oil field, lying about three miles 
to the northwest of Home’s producing wells in the Westward Ho field, now extends within 
one-half mile of Home’s nearest lease holdings in the area. It is planned to drill extension 
wells on this acreage in addition to drilling the 318 acre tract purchased at the May 24th 
Crown auction. The prospects for finding accumulations of oil and gas elsewhere on the Cre- 
mona acre spread are considered by Home to be favourable, based upon the presently available 
geological information. Exploration activities to this end are being carried on by Home’s 


geological and geophysical departments, 


Home was a successful participant in the recent Crown auctions of leases in the 
Pembina area. A 65% interest in 34 well sites was acquired at the November Ist, 1955, sale 
and on January 17th, 1956, the Company aquired a 60 per cent interest in 24 locations which 
were successfully proven by drilling. In addition Home acquired 30 per cent interest in the 


lands acquired jointly with United in Sundre, Bonnie Glen and Pembina fields. 


Highlights of Home’s Operations 
FOR THE YEAR 1955 


Gross*revenue=(after. royalty) teen ee ee eee $6,284,548 
Provision for depletion andsdepreciavion sae see rere $2,022,362 
Net: income alter taxes sr © 2 case: weeme alee a cee eee ee eee eee $ 367,462 
Neti crude oil-production:= barrels ts sae ee eee ee eee ee 2,260,397 
Net daily crudeé-oil production) = Darvels sees eee eee 6,192 
Wells drilled: sack 25 9h kg Se eee aa ec 57 


AT DECEMBER 81st, 1955 


Net, daily; prodiction?= barrels i. wee meyers eens eee 6,655 
Net: producing oil wells tx 2 x2 soe Bee ee ee 192 
Tand: = met acres.) Soa Be eke ree a ee ee een ret 400,000 
Reserves of crude oil and natural gasoline - barrels* ____.______---- 40,340,000 
Number “of semiployees! 222. ee Se oa ee ee 229 


AT MARCH 8lst, 1956 
Net; daily “production ~ barrels *s-= 5 cars: emerson eee ee 9,250 
Wells drilled and placed on production first quarter, 1956 __-------- 32 


* After deduction of partner’s and royalty interests. 


Cremona Pipe Lines Limited 


On March 7th, 1956, the Minister of Highways for the Province of Alberta, approved the 
application of Cremona, a wholly owned subsidiary of Home, to construct a crude oil pipeline 
from the Sundre-Westward Ho-Harmattan fields in the Cremona area to Calgary. 


The main trunk will consist of approximately 63 miles of 8” line pipe, together with 6 
miles of six inch, the latter to be laid from the Sundre field to the southern portion of the 
Westward Ho field. It is anticipated that about 4 miles of 414%” pipe will be needed to com- 
plete the existing gathering system. 


The initial capacity of the line, without booster pumps, will be 18,000 barrels per day. Should 
additional reserves be discovered in the area, the capacity of the system could be increased 
to 28,000 barrels per day by the installation of intermediate stations. Under present plans de- 
liveries of crude will be made to two Calgary refineries. 


Construction of the line commenced in June and completion is estimated for August 15th, 
1956, at a total cost of approximately $2,300,000. 


Upon the pipeline going into operation, the Cremona area producers, including Home, 
will receive a higher well head price for their crude, due to the reduction of the cost of 
transportation. 


This project marks Home’s entry into the transportation phase of the oil industry in 
Alberta. 


